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A TIMELY ENDORSEMENT OF PART-TIME PARTNERS
At many firms, profits are being squeezed between 
market pressure on revenue volume and rising pro­
duction costs caused by client demands, standards 
overload, liability threats, and declining staff pro­
ductivity.
This squeeze on profits is likely to remain the sin­
gle biggest problem for accounting firms for the rest 
of the decade. There is a drastic need to balance the 
workforce with a workload that is compressed into 
a few months of the year. At Clifton, Gunderson & 
Co., we have made some headway in this regard.
Production costs are controllable to some extent. 
We have restructured our workforce to include 
more part-time professionals, to make use of para­
professionals whenever possible, and to employ sea­
sonal help. Currently, 125 people (including 6 part­
ners) in our firm of 800 work part-time. There are 
100 partners, and the firm generates $55 million in 
annual revenues.
Our strategic plan calls for a substantial increase 
in revenues to $80 million, in the year 2000. By 
then, the firm will employ 1,000 people, 300 of 
whom will be part-time workers. There will be 128 
partners with, perhaps, 20 of them working on a 
part-time basis.
The case for part-time partners
We began looking at the case for part-time partners 
as a project in our leadership career program 
(LCP). (See “Building a Partnership of 
Entrepreneurs” in the September 1993 Practicing 
CPA.) Clifton, Gunderson & Co. realizes it has a lot 
of obligations to those 800 to 1,000 families. The 
issue of changing life-styles has to be addressed, 
not just to accommodate women CPAs, but to sat­
isfy a growing number of partners and employees 
who indicated they wished to leave public account­
ing for other endeavors.
We wondered whether a part-time schedule would 
be an effective way to retain the services in the firm 
of some experienced, seasoned people who have a 
lot of savvy to pass on to their younger colleagues. 
We also wondered whether it would accommodate 
a more orderly transition of clients who may relate 
to individual partners rather than to the firm.
In addition, we had become increasingly con­
cerned about the peaks and valleys in our business. 
Partners book close to 50 percent of their charge 
hours in the first four months of the year. With the 
firm having already moved to hiring part-time and 
seasonal staff, the LCP participants were asked to 
study whether the part-time concept also could 
work for partners. Following is a synopsis of the 
group’s conclusions.
The definition of a part-time partner is a general 
partner who works less than 2,000 hours a year in 
the firm’s practice of public accounting. As a gener­
al partner, the individual has an ownership interest 
and falls under the normal partnership agreement.
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□ Upcoming AICPA conferences, p.5.
□ How to help clients solve turnaround problems, p.6.
□ Some answers to professional ethics questions, p.7.
□ How to let SFAC know about the problems you 
face in practice, p.8.
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Advantages
A formal part-time designation could address quali­
ty-of-life considerations, could lower stress levels, 
and could increase efficiency when the partner is 
working. The arrangement is ideal for partners near­
ing retirement. They can tutor younger partners in 
client management skills and assist in an orderly client 
transition.
The concept can offer a recruiting advantage for 
people who are more interested in quality-of-life 
issues and anticipated parental responsibilities, 
than in the sacrifices and commitment necessary 
for full-time partnership, and might aid in the reten­
tion of women CPAs. The part-time designation can 
work well for a partner who has limited client con­
tact, functioning, instead, as a technical resource.
Disadvantages
Client communication and service may suffer when 
the part-time partner is not available, and client 
development opportunities may be lost. There is a 
possibility that the program could send a message 
that public accounting does not require a partner’s 
full-time effort, commitment, and dedication.
There is also the possibility that managers and other 
staff may perceive the program as a hindrance to their 
advancement to full-time general partners. And a part­
ner may not be willing to assume the risk of potential 
litigation while working part-time, and may not par­
ticipate actively in daily firm decision making.
What we decided
After considering these advantages and disadvan­
tages, and other issues such as profit-sharing 
arrangements, capital requirements, liability, and 
voting rights, we decided the concept of part-time 
partners had merit and should be put into effect. Six 
partners opted for part-time status. For four indi­
viduals, including a tax partner who works only dur­
ing the tax season, the arrangement is working well. 
In one instance where it did not work, partner and 
firm disagreed over compensation, and in the other, 
the partner had outside investments that conflicted
Help for PCPS Members 
at the Institute
Call (800) CPA-Firm
Private companies practice section (PCPS) 
member firms now need only call one number 
at the American Institute of CPAs for help in 
solving problems, obtaining answers to ques­
tions, and addressing concerns.
Jodi Landau Ryan has joined the PCPS staff, 
and, among other duties, she and Dave Handrich 
are there to assist PCPS members with questions 
on CPE, peer review status, discrimination, and 
other matters, and address queries about PCPS 
member products and services.
If you are a PCPS member firm and need help 
with Institute activities or affairs, use PCPS’s 
toll-free FAX and telephone numbers, (800) 
FAX-1112 and (800) CPA-FIRM. Watch future 
Practicing CPAs for answers to questions com­
monly asked by PCPS members.
with part-time work.
All in all, we believe part-time partnership is a 
concept whose time has come. There are still areas 
we must work out, particularly those involving mar­
keting and management activities. Also, when you 
have part-time partners, there could be a change in 
the culture of the firm, as some partners will no 
longer be dedicating 100 percent of their working 
hours to the firm.
The program is still relatively new and it is too 
early for us to conclude it is an overwhelming suc­
cess. Still, the advantages seem to outweigh the dis­
advantages, and we would encourage other firms to 
start the process. Just keep in mind, though, that 
the plan has to be built around individual cases. 
Furthermore, have patience. □
—by Carl R. George, CPA, Clifton, Gunderson & 
Co., 301 S.W. Adams, Suite 800, Peoria, Illinois 
61602-1551, tel. (309) 671-4560, FAX (309) 671-4576
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PCPS Advocacy Activities
Fifth annual survey of small business
The private companies practice section (PCPS) of 
the American Institute of CPAs division for CPA 
firms recently conducted its fifth annual survey of 
small business owners across the country about cur­
rent economic and financial conditions and other 
factors affecting them. The responses give insight 
into small business’s service needs.
Marking a steady uptrend for the past three years, 
67 percent of the respondents said their 1993 rev­
enues were higher than in 1992. This is consistent 
with expectations reported last year. (See “PCPS 
Advocacy Activities,” in the October 1993 Practicing 
CPA.) This year, respondents were even more opti­
mistic than they were last year about future rev­
enues. More than three-quarters (76 percent) said 
they expect their 1994 revenues to rise, compared 
with the 65 percent who forecast increased rev­
enues, last year.
This optimism permeates respondents’ feelings 
about the overall economic climate. Almost 53 per­
cent said the economy in their area has improved 
over last year. (In the 1993 survey, only 36 percent 
of the respondents thought their local economy had 
improved over 1992.) Responses varied by geo­
graphic region, however. Only 37 percent of the 
Northeastern respondents said the economy had 
improved, compared with 71 percent in the 
Southwest and 64 percent in the Southeast.
Respondents who indicated that the economy in 
their area improved in 1993 took a number of steps 
to boost operating results. The most common mea­
sures taken were hiring new people (58 percent) and 
purchasing new equipment (54 percent). Last year, 
when asked what steps they planned to take, the 
most frequent response was “enter new markets.” 
Forty percent took this step.
The survey shows that small business owners are 
still concerned about their debt burdens. Forty-six 
percent of the respondents, compared with 50 percent 
last year, said that they would most likely use any sig­
nificant increase in earnings to pay down debt.
The legal environment
Respondents continue to be troubled about lawsuits 
and the impact these can have on small businesses. 
Ninety-three percent believe the number of frivo­
lous lawsuits is increasing and 86 percent believe 
there should be a federal limit on punitive damages. 
Fifty-six percent of the respondents said their over­
all exposure to liability had increased in the past 
five years and about the same percentage think their 
exposure will continue to increase in the years 
ahead. Fewer (14 percent versus 28 percent in 1993) 
show concern with contractual matters, however.
Liability-related expenses continue to rise. This 
year, nearly two-thirds of the respondents said their 
liability-related legal costs had increased over the 
past five years and 41 percent said the current liti­
gious environment had actually hurt their compa­
ny’s business. In response, 51 percent of those 
affected said they had increased product sales 
prices, terminated employees (26 percent), dropped 
product service lines (25 percent), and withheld new 
products (19 percent).
Relationships with CPAs and other professionals 
Spouse and family (52 percent) are still relied on 
most often for business counsel, with CPAs (50 per­
cent) a close second. When asked if their CPA 
understands their business, 78 percent of the small 
business respondents said “yes.” Quality of services 
(90 percent), ability to provide tax services (70 per­
cent), and timely service (69 percent) top the list of 
attributes respondents value when selecting a CPA 
firm.
Sixty-six percent of the respondents say their 
bankers are very or moderately able to support 
company goals. Four years ago, 77 percent said 
that.
Overall, small business borrowing has eased 
slightly over the past twelve months, although the 
survey shows significant variances by respondents’ 
geographic regions and sizes. Small business own­
ers in the Southwest and Midwest were more likely 
than their counterparts from other areas—particu­
larly the Northeast—to say they had borrowed dur­
ing the year. And companies with greater than $6 
million in annual revenues (81 percent) appear to be 
doing more borrowing than their smaller counter­
parts (33 percent).
Uneven cash flow and taxes again appear at the 
top of the list of financial obstacles facing small 
business owners. Simplifying small business regula­
tions (84 percent), reducing the federal budget 
deficit (83 percent), controlling workers’ compensa­
tion costs (74 percent), and simplifying corporate 
tax laws (70 percent) headed the list of issues 
respondents think the government should address. 
Only 32 percent expressed support for a national 
health care policy.
“Our findings support the general notion that, at 
the small business level, we’re easing out of the 
recession,” says J. Mason Andres, CPA, who chairs 
the AICPA private companies practice executive 
committee and is a partner at Thomas and Thomas, 
a firm based in Little Rock, Arkansas. Mr. Andres 
adds, “The next few years will be pivotal for this sec­
tion of the American economy, which drives growth 
in this country.” □
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How to Build an Estate Planning Practice
CPAs are uniquely qualified to be members of their 
clients’ estate planning teams. CPAs have access to 
clients’ financial information, know clients’ con­
cerns, and, as the continuing adviser, have the 
opportunity to discuss estate planning needs with 
clients. Yet frequently, CPAs are not members of the 
team.
Perhaps one of the reasons is that CPAs neglect to 
make others aware of their knowledge of estate 
planning and desire to participate, and have not 
taken the lead in initiating discussion of the topic 
with clients. One way to stimulate clients' interest in 
estate planning is to ask questions, such as those in 
the exhibit opposite. The chances are that these 
questions will pique clients’ interest in moving for­
ward, and you can start developing this area of 
practice.
Start with education
Educating both yourself and clients is a good way to 
begin the process of building an estate planning 
practice. Start by becoming thoroughly familiar 
with the methods available to avoid probate and 
reduce taxes, and tell clients about these benefits. 
Explain the options available and the pros and cons 
of each.
You can talk about the advantages and disadvan­
tages of joint ownership, ways to reduce taxes, and 
the benefits of a trust. You can tell clients about the 
different kinds of trust that exist, such as revocable 
living trusts and testamentary trusts, and do this in 
plain English, using terminology clients can under­
stand.
For example, you can explain that a revocable liv­
ing trust is an agreement between two people, 
which can be revoked at any time. You can say how 
it works, and show how it can provide for the 
grantor, spouse, children, and charities. You could 
mention that a revocable trust can provide for inca­
pacity without the involvement of the probate court, 
and also protect the client’s privacy.
Role of the CPA in estate planning
The CPA should be the key advisor in lifetime estate 
planning. You can best assist the other members of 
the team with the design of the plan by gathering, 
analyzing, and reviewing pertinent data, and pro­
viding any other needed input based on your knowl­
edge of the client. You can also evaluate alternative 
plans.
You can help implement the plan by providing for 
the transfer of assets to the trust. You can also 
assure that the plan will continue to work as intend­
ed through ongoing monitoring and reviewing.
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Questions to Ask Clients
□ Do you have a will?
□ Do you have a trust?
□ Is your trust funded?
□ Do you understand how your plan works?
□ Do you have a business succession plan?
□ Do you have jointly owned property? Why?
□ Do you have a plan that avoids probate?
□ Do you have a plan that reduces taxes?
□ Does your successor trustee know your busi­
ness succession plan?
Again, as the ongoing adviser, you are in a good 
position to call the client’s attention to needed plan 
changes, if circumstances warrant it.
Finally, on the death of the client and the client’s 
spouse, you can prepare whatever gift, estate, and 
other tax returns are needed. In addition, you can 
develop allocation schedules to show the after-tax 
amounts to be received by various individuals.
Often, when a client dies, the attorney takes over 
and the accountant is not involved in the post­
mortem planning and doesn’t hear from the family 
again. This is usually because the CPA was not 
involved in the estate planning process during the 
client’s lifetime. This need not be the situation.
Estate planning is a relatively untapped market 
for CPAs because virtually every client can be 
helped by an introduction to such planning. Yet, 
few CPAs participate in the process.
Ways to increase your estate planning involvement 
Probably the best way to build an estate planning 
practice is to establish a reputation in the estate 
planning community in your area. You can do this 
by becoming known to other participants—accoun­
tants, estate planning attorneys, trust officers, 
financial planners, and life insurance agents—and 
letting them know you wish to participate.
To reiterate, educate yourself and clients about 
estate planning; ask the right questions, such as those 
in the exhibit; initiate estate planning discussions; 
and suggest clients start the process. You will find 
that your participation in estate planning may not 
only provide a valued service to the beneficiaries, but 
significantly enhance your own practice as well. □
—by Stanley M. Bumstein, J.D., Bumstein, Beck 
& Thomas, P.C., 100 Plaza Center Building, 800 West 
47th Street, Kansas City, Missouri 64112-1243, tel. 
(816) 561-0110
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Your Voice in Washington
Securities litigation plays to packed House
Advocates for reforming the securities litigation sys­
tem squared off with defenders of the present sys­
tem at two packed House of Representatives hear­
ings this summer. Leading the charge for securities 
litigation reform was Rep. Billy Tauzin (D-LA), who 
characterized the nation’s securities law as “a good 
law gone bad.” The intent, he said, of SEC rule 10b- 
5, under which securities fraud class action suits are 
brought, is to protect investors from fraudulent 
activities. The effect of the rule, Rep. Tauzin said, 
has been the reverse.
Rep. Tauzin’s bill, H.R. 417, was the subject of hearings 
by the House Subcommittee on Telecommunications 
and Finance in July and August. The measure, the 
Securities Private Enforcement Reform Act, would 
help deter the filing of frivolous class action securi­
ties fraud cases. H.R. 417 is strongly supported by the 
AICPA and has attracted nearly 150 co-sponsors.
These hearings in the House are likely to be the last 
substantive action by Congress in 1994 regarding secu­
rities litigation reform. The political task for the AICPA 
is to ensure that when Congress acts it includes reform 
provisions with direct benefit to the profession.
Update on White House Conference 
on Small Business
The state meetings for the 1995 White House 
Conference on Small Business are well underway, 
with seventeen state meetings having been held so 
far. Hot issues at the conferences held include the 
definition of an independent contractor, capital for­
mation, and federal regulation and paperwork 
requirements. These state meetings set the agenda 
for the regional and national conferences that will 
be held next May and June. They offer CPAs and 
others in the small business community an oppor­
tunity to tell federal lawmakers and regulators 
about small business’s problems.
Between November and April next year, forty more 
meetings will be held in Alabama, Alaska, Arizona, 
Arkansas, California, Colorado, Connecticut, Florida, 
Georgia, Hawaii, Illinois, Louisiana, Maine, 
Maryland, Massachusetts, Michigan, Mississippi, 
Missouri, Nevada, New Jersey, New Mexico, New 
York, North Carolina, Ohio, Oklahoma, Oregon, 
Pennsylvania, Rhode Island, South Carolina, 
Tennessee, Texas, Vermont, Virginia, Washington, 
and Washington, D.C.
For more information about the conferences, call 
a local SBA office, or to receive information about 
the dates and locations from the AICPA via FAX, 
dial (201) 938-3787 from a FAX machine, follow the 
voice cues, and select document no. 520. □
Conference Calendar
The National Practice Management and
Marketing Conference*
October 3-5—The Westin Peachtree Plaza, 
Atlanta, GA
Recommended CPE credit: up to 27 hours
National Advanced Litigation Services 
Conference
October 20-21—The Pointe Hilton at
Tapatio Cliffs, Phoenix, AZ
Recommended CPE credit: 16 hours
National Conference on Federal Taxes
October 31-November 1—Grand Hyatt,
Washington, DC
Recommended CPE credit: 16 hours
National Auto Dealership Conference
October 31-November 1—Flamingo Hilton, 
Las Vegas, NV
Recommended CPE credit: up to 20 hours
National Governmental Training Program
October 31-November 2—Hyatt Regency, 
New Orleans, LA
Recommended CPE credit: 24 hours
National Conference on Banking*
November 3-4—Grand Hyatt, Washington, DC
Recommended CPE credit: 16 hours
Credit Unions Conference
November 7-8—Sheraton New Orleans, 
New Orleans, LA
Recommended CPE credit: up to 21 hours
National Small Firm Conference*
November 9-11—New Orleans Marriott
New Orleans, LA
Recommended CPE credit: up to 28 hours
Annual Conference on the Securities Industry
November 16-17—Jacob Javits Center, New 
York, NY
Recommended CPE credit: 14 hours
National Construction Conference
December 5-6—Desert Inn, Las Vegas, NV 
Recommended CPE credit: 16 hours
Fall Tax Division Meeting
December 5-7— The Pointe Hilton at South
Mountain, Phoenix, AZ
Recommended CPE credit: 8 hours
To register or for more information, call the 
AICPA CPE division, (800) 862-4272.
*For more information, call the AICPA meet­
ings and travel department, (201) 938-3232.
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Helping Clients Solve Turnaround 
Problems
Some day, a client is going to come to you in need 
of some particularly rapid improvement in results. 
When you get the call or the visit, you will find the 
client has five basic problems. I call these the “M” 
word problems. Your firm can help clients with 
every one of them. Let me show you how.
Management
The first problem you will discover is management 
itself. And it is likely that the person who contacted 
you will have been part of the problem. That won’t 
be a continuing problem, however, if management 
is willing to change and become part of the solution. 
But if deep down, client’s management wants to 
continue doing what it has been doing (if manage­
ment won’t change and won’t make changes), then 
at best, it will keep on getting the same results. 
That’s at best. You will need to recognize the signif­
icance of an immovable obstacle, such as described, 
at the outset.
Being the chief executive officer (CEO) of a com­
pany in a turnaround situation can be a lonely posi­
tion. Often, there is no one with whom to talk or 
think things through, or no one in whom to confide. 
The CEO can do a lot of second-guessing, particu­
larly if information is not timely or is unreliable.
Assuming receptivity, you can fill an important 
role by becoming a mentor or an objective advisor 
to the CEO and client’s top management team, so 
that individual managers won’t fool themselves. 
Sometimes, managers are too close to the business 
to see things objectively. You can help create and 
provide objective information. You can review and 
evaluate the information and make recommenda­
tions. One further way you can help client manage­
ment in turnaround situations is through the estab­
lishment of a board of directors or advisors that will 
influence the company.
Money
You will find that the second problem is money, 
namely, cash. Cash will be going out faster than it is 
coming in, there will not be enough cash in reserves, 
and vendors and creditors will be anxious to get cash 
due them. Banks and other creditors, generally, will 
not be patient. The emotional drain on management 
trying to deal with cash problems can be debilitating.
In any turnaround situation, it is most important 
to quickly obtain an accurate summation of the cur­
rent cash and near cash positions, the historical 
cash flows, and the estimated future flows of cash. 
If there is one thing business people can do, it is 
deal with the facts once they are known. But the 
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problem in many turnaround situations is that man­
agement doesn’t have the facts, and then, of course, 
third parties don’t either. It all unravels from there.
So a great service your firm can provide is to 
quickly obtain accurate information regarding cash. 
Then you can meet with client personnel to inter­
pret the data, so that intelligent decisions can be 
reached and plans can be made.
The next important step in a turnaround situation 
is to decrease the cash outflow and increase its 
inflow. This sounds basic, but I have seen many sit­
uations where management was simply too over­
whelmed to be able to sift through the details and 
develop an intelligent plan to focus on these issues. 
Here, too, your firm can help by identifying where 
actions can be taken to improve cash flows.
Another concern regarding money is to find 
enough of it to finance the turnaround. This might 
be realized in the form of creative restructuring of 
debts or vendor obligations, a cash infusion from 
the sale of assets, or from a debt or equity injection. 
In such situations, your firm can help by quantify­
ing the need, identifying possible ideas and sources 
for solutions, and by preparing the information nec­
essary to solicit and obtain funds.
Market
It is important to keep in mind that in nearly every 
turnaround situation, management has, at least to 
some degree, lost touch with the realities of the 
marketplace and the existing and prospective cus­
tomer base of the company.
The most common occurrence is that the market 
changed and the company didn’t. Often, the compa­
ny became complacent and began taking its cus­
tomers for granted, while other firms moved into 
competitive positions. Regardless of its cause, there 
is usually a difference between what the company is 
selling and what the market wants and/or between 
the way the company is selling its products and the 
way customers want to buy them.
Your firm can provide a tremendous service by 
simply going into the market and obtaining objec­
tive information. You can interview customers, visit 
the company’s locations, and visit the competition. 
You can go on a fact-finding mission to identify 
where marketing gaps exist so these may be bridged 
and filled in.
It is surprising how many significant management 
decisions are made based upon anecdotal informa­
tion when facts and solid evidence were easily 
obtainable, or may be already available. A revealing 
exercise is to call past good customers who have not 
purchased lately, or who are purchasing less, and 
ask them why. There is no reason your firm cannot 
help develop programs to make such inquiries.
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Motivation
One of the biggest obstacles management will face 
is creating and sustaining motivation—motivation 
of the employees and of the individuals comprising 
the management team.
You can help in this area, too. You can help by 
being there when you are needed and by reviewing 
communication channels and helping streamline 
them. You can assist in the design and implementa­
tion of communication aids, and help to design a 
system for rewarding turnaround results and recog­
nizing exceptional efforts.
Motion and momentum
Motion and momentum are two important elements 
of every turnaround situation. Many times, it is far 
better to just get things moving and then adjust, 
than to do nothing at all. And the way to maintain 
momentum, once things are moving, is this: Always 
know what to do next.
Again, your firm can provide many services regard­
ing project management. There will be many things 
to do to get the turnaround situation underway and 
much to coordinate if momentum is to be main­
tained. Your firm can help develop a plan that man­
agement can use to guide progress and track results.
When you are lost in the dark, there is nothing 
more reassuring than seeing a light in the distance. 
The services your firm can provide and the plans you 
can help develop can become that light to a client in 
a turnaround situation, particularly to a client in 
need of some rapid improvement in results. □
—by Jim Ball, CPA, Jim Ball & Company, 1889 
Preston White Drive, Suite 115, Reston, Virginia 
22091, tel. (703) 620-1900, FAX (703) 620-1103
Editor’s note: Mr. Ball will be giving a presentation on 
this topic at the AICPA National Practice 
Management and Marketing Conference on October 
3-5 in Atlanta, Georgia. “Increasing Profits Through 
Turnaround Consulting” will cover the various 
aspects of developing this practice area.
Some Answers to Professional Ethics 
Questions
Q. A CPA firm has offered a managerial position to 
an audit client’s controller. Would the controller’s 
acceptance of this position impair the firm’s inde­
pendence with respect to the audit client?
A. No. The firm’s independence would not be 
impaired, provided the controller disassociated him­
self or herself from the client and does not participate 
in the audit engagement covering the period of asso­
ciation with the client.
Q. A member has been asked by the sole owner of 
an audit client to serve as the trustee of a life insur­
ance trust to be set up for his children in the event 
of his death. The trust will not hold an interest in 
the audit client. Would this impair the member’s 
independence?
A. No. The member’s independence would not be 
impaired as long as the trust has no direct or materi­
al indirect financial interest in the audit client.
Q. A firm provides payroll processing services to a 
client. Specifically, the firm obtains from the client 
the salary amount and number of hours worked by 
each employee. The firm then calculates gross pay­
roll, withholdings, contributions to pension plans, 
and the employee portion of any medical premiums. 
The firm prepares the payroll checks and submits 
them along with supporting detail to the client for 
approval and signature. Does the performance of 
these payroll services impair the firm’s indepen­
dence with respect to this client?
A. No. The firm’s independence is not impaired 
because the client reviews and approves the results of 
the services and signs the checks.
Q. As part of the payroll services performed for a 
client, a firm transmits information on its com­
puter via modem to the client’s bank. The bank 
considers receipt of this information as authoriza­
tion to make transfers of funds from the client’s 
bank account into the accounts of client employ­
ees who have opted for direct deposit. Does this 
service impair independence with respect to the 
client?
A. Yes. The firm impairs its independence because it 
is exercising management authority and consummat­
ing a transaction on behalf of the client.
These questions and answers are based on AICPA 
professional ethics division staff interpretations of 
the “Code of Professional Conduct.” The article is 
not an official pronouncement of the professional 
ethics executive committee or of the AICPA. Also, it 
does not address requirements of the SEC practice 
section of the AICPA division for CPA firms or other 
regulatory bodies.
For guidance, consult the “Code of Professional 
Conduct” contained in AICPA Professional Standards, 
or call the professional ethics division with specific 
questions, (201) 938-3187. □
Practicing CPA, October 1994
Practicing CPA, October 1994
WE NEED YOUR INPUT
The AICPA small-firm advocacy committee (SFAC) will hold its first meeting on November 8-9. To be sure it 
is truly aware of all small firms’ most pressing concerns from the start, SFAC would appreciate receiving your 
responses to the following questions:




What new or improved products and services could benefit your firm?
Which programs and services that are tailored to your needs does your state society provide?
What is the size of your firm? no. of partners no. of professionals no. of administrative staff
To make sure your voice is heard at SFAC’s meeting, mail or (preferably) FAX a copy of the completed question­
naire (include your mailing address) to SFAC, c/o the Institute’s New York office, (800) FAX-1112. □
Non-Profit Organization 
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